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Underweight-rated Dell reported better than expected F1Q11 revenue and EPS. Large
enterprise and SMB offset weakness in the Public segment. Gross margins improved
modestly, but we do not think enough relative to the revenue beat. With enterprise PCs
increasing as a part of the revenue mix and component costs still a headwind, we think
that investors may be resigned to a 17-18% gross margin range, versus 18-19%, which
could keep the stock under pressure in the near term.
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e Business outlook is incrementally positive. Dell cited an improving economic
outlook with increased IT spending across al of its segments. The company
commented that it is seeing the early stages of a corporate IT refresh cycle, which
stands to benefit the commercial business. Here, the company expects the PC refresh
cycle to accelerate into 2H 2010 and for increasing demand trends to continue. The
partial offsets are weaker expectations for commercial customers in the U.S. and
EMEA during the summer.

e Longer-term risks still construct a high hurdle. Dell faces macro issues as well as
long-term challenges related to its business transformation. In our view, both of
these factors stand to limit the stock’s upside potential. Currently, Euro-zone
challenges and a potential slowdown in China stand to impact technology stocks,
including Dell. Beyond the macro challenges, we are wary of what lies beyond the
hill for Dell as relates the model transformation. We think the company must make
several acquisitions to transform the business model, and these acquisitions stand to
be expensive and complex, likely increasing execution risk in the model.
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EPS Reported ($) Date Of Price 20 May 10
Q1 (Apr) 0.25A 0.27 0.30A 0.29 0.32 52-week Range (3) 17.52 - 10.59
Q2 (Jul) 0.29A 0.29 0.31 0.31 0.33 Mkt Cap ($ bn) 28.25
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Q4 (Jan) 0.28A 0.31 0.33 0.35 0.35 Shares O/S (mn) 1,973
FY 1.05A 119 127 1.29 135  Price Target ($) 15.50
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Overview

Underweight-rated Dell reported better than expected F1Q11 revenue and EPS.
Large enterprise and SMB offset weakness in the Public segment. Gross margins
improved modestly, but we do not think enough relative to the revenue beat. With
enterprise PCsincreasing as a part of the revenue mix and component costs still a
headwind, we think that investors may be resigned to a 17-18% gross margin range,
versus 18-19%, which could keep the stock under pressure in the near term.

Key Points

Dell deliversbetter than expected F1Q11 results

Dell’s F1Q11 revenues and EPS came in better than expected. There were no
surprises on the top-line beat, as investors had been expecting such. In contrast, gross
margins stand to be a disappointment for investors, in our view. Despite another top-
line beat, margins lacked major upward mobhility.

Dell reported revenue and non-GAAP EPS of $14.874 billion and $0.30, versus
Street consensus estimates of $14.243 billion and $0.27. Gross and operating
margins were 17.6% and 5.5%, versus 17.4 and 5.4% in the prior quarter. In the
quarter, cash flow was somewhat underwhelming at $238 million.

Dell commented that component costs were still having an impact, which iswhy
there was a strategic inventory buy during the quarter. The company revived its share
repurchase program, which isasignal of its confidence in the model, in our view. We
think that investors may see this move as asign of a potential breather in Dell’s
acquisition strategy as asset prices have continued to rise despite the recent equity
market correction. In our view, the move is probably more about signaling
confidence in the model as the transformation efforts are likely to continue.

Gross margin trajectory remains uncertain

Dell reported F1Q11 gross margins of 17.6%, which came in lighter than what we
and investors had been expecting. Our estimate had been 17.9%, and we think
investors had begun to expect 18% or better given the potential for revenue upside
from the commercial segment, which carries higher margins. In our view, the F1Q11
performance stands to frustrate investors in the near term as a potential reversionto a
17-18% gross margin range is contemplated.

Continued component cost pressures and margin pressures from increasing sales of
PCsin commercial may more than offset any benefits of increasing sales from
servers, in our view. This dynamic, if sustained, could challenge the Bulls' view that
Dell can harvest meaningful operating leverage in an upturn. We need to see a
sustainable upward trend in gross margins before becoming more constructive on the
stock.

Business outlook isincrementally positive

Dell cited an improving economic outlook with increased IT spending across al of
its segments. The company commented that it is seeing the early stages of a
corporate I T refresh cycle, which stands to benefit the commercia business. Here,
the company expects the PC refresh cycle to accelerate into 2H 2010 and for
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increasing demand trends to continue, spurred by the transition to Windows 7 and
Office 2010. However, Dell pointed to just a seasonal 2Q, driven by expectations for
dower demand from commercial customersin the U.S. and Europe.

Longer-term risks still construct a high hurdle

Dell faces macro issues as well as long-term challenges related to its business
transformation. In our view, both of these factors stand to limit the stock’ s upside
potential. Currently, Euro-zone challenges and a potential slowdown in China stand
to impact technology stocks, including Dell. Despite this macro uncertainty, we
believe that the technology spending environment will chug along this year. The risk
for Déll, though, is that Hewlett-Packard, Acer, and Lenovo turn up the heat in the
SMB and enterprise segments, which could have an impact on pricing and margins,
and compound the current easing in Dell’ s high-margin Public segment.

Beyond the macro challenges, we are wary of what lies beyond the hill for Dell as
relates to the model transformation. We think the company must make several
acquisitions to transform the business model, and these acquisitions stand to be
expensive and complex, likely increasing execution risk in the model. If the margin
story in the near to mid-term does not improve, then this long-term execution risk
related to the transformation could be too much to attract incremental buyers of the
stock, in our view.

F1Q11 Results Recap

Dell reported F1Q11 revenue and non-GAAP EPS of $14.874 billion and $0.30,
versus our estimates of $14.396 billion and $0.27. The Street consensus had been at
$14.243 billion and $0.27 prior to the report. Non-GAAP gross and operating
margins were 17.6% and 5.5%, versus our estimates of 17.9% and 5.1%. The
company generated $238 million in cash flow from operations and ended the quarter
with $10.882 billion in cash and equivalents.

Dell resumed its stock buyback program and repurchased $200 million of shares
during the quarter. The resumption of the buyback program could signal Dell’s
greater confidence in its model or that the acquisition pace may slow as asset prices
have risen despite the recent equity market correction. We think the buyback activity
is more areflection of the company’s confidence in its model finding firmer footing.

Table 1: Dell Inc. Actual Results versus J.P. Morgan and Consensus Estimates
$ in millions, except per share data

April Quarter

Actual JPMe Consensus
Revenues $14,874 $14,396 $14,243
Gross Margin % 17.6% 17.9%
Operating Margin % 5.5% 5.1%
Adjusted EPS $0.30 $0.27 $0.27
Segments:
Desktop PCs $3,585 $3,225
Notebook PCs 4,563 4,498
Servers 1,785 1,681
Storage 554 584
Services 1,891 1,907
Software and Peripherals 2,496 2,502

Source: Company reports and J.P. Morgan estimates.
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Summary of Operating Segments

Large Enterprise

Large Enterprise revenues of $4.246 hillion were up 25% Y oY, and units increased
28% Y oY . Operating margins were flat sequentially at 6.7%. The company exhibited
strength in servers (up 61% Y oY) and services (up 44% Y oY). Dell commented that
itisin the early stages of a corporate refresh cycle as enterprises increase purchases
of servers, storage, and services. We believe this uptake is being driven by a
Nehalem-led server refresh, which should continue this year and next. The offset,
though, is that enterprise PCs carry lighter gross margins and as this business
continues to rebound, gross margin may lack upward mobility.

Public

Public revenues of $3.856 billion were up 22% Y oY, and segment operating margins
decreased 100 bps QoQ to 7.7%. Services revenue more than doubled for the second
straight quarter driven by Perot Systems, though the company noted muted demand
in the U.S. Federal segment and EMEA. The mix means that State and L ocal
governments had a bigger impact than usual, which is adampener as the Federal mix
historically is higher margin.

SMB

SMB revenues of $3.524 billion were up 19% Y oY, and segment operating margins
increased 40bps to 8.9% QoQ. The company exhibited double-digit unit growth in
servers, networking, and clients on an annual basis.

Consumer

Consumer revenues of $3.248 billion were up 16% Y oY, and segment operating
margins increased 30 bpsto 0.5% QoQ. Total units increased 20% QoQ. Within
Consumer, mobility revenue increased by 18% Y oY while mobility unitsincreased
29% YoY. Dell reiterated its target of reaching 1-2% operating margins in this
segment.

Table 2: Recap of Segment Operating Margin Performance

Based on Non-GAAP Financial Accounting

F1Q10 F2Q10 F3Q10 F4Q10 F1Q11
Large Enterprise 5.6% 5.2% 5.1% 6.7% 6.7%
Public 9.2% 10.1% 9.5% 8.7% 7.7%
SMB 7.8% 8.7% 9.5% 8.5% 8.9%
Consumer 0.0% 3.1% 0.4% 0.3% 0.5%
Total 5.2% 6.3% 5.7% 5.4% 5.5%

Source: Company reports.

Summary financial model
presented at the end of this
report.

Earnings Outlook

For the July quarter, our revised revenue and non-GAAP EPS estimates are

$15.266 hillion and $0.31, versus $14.550 billion and $0.29 previously. Our revised
gross and operating margin assumptions are 17.7% and 5.8%, versus 18.0% and
5.4% previously. For reference, the company reported gross and operating margins of
17.6% and 5.5% this quarter, which means we are not expecting too much in the way
of incremental operating leverage as the enterprise PC mix, lighter Public mix, and
component cost pressures all have an impact on the model.
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Our fiscal 2011 and 2012 operating estimates are detailed in the below table and
summary financial model at the end of this report. While we are moderately reducing
our gross margins assumptions, there is an offset from the recent trend-line of lower
OpEX investments. We are assuming alower OpEX ratio in forward quarters this year
and next as the company appears focused on setting up apartial buffer to the gross
profit bumpiness.

Table 3: Dell Inc. - J.P. Morgan New versus Old Estimates
$ in millions, except per share data

July Quarter Fiscal 2011 Fiscal 2012
JPMe New JPMe Old JPMe New JPMe Old JPMe New JPMe Old

Revenues $15,266 $14,550 $61,710 $59,080 $64,773 $61,819
Gross Margin % 17.7% 18.0% 17.7% 17.9% 17.9% 18.0%
Operating Margin % 5.8% 5.4% 5.8% 5.4% 5.8% 5.7%
Adjusted EPS $0.31 $0.29 $1.27 $1.19 $1.35 $1.29
Segments:

Desktop PCs $3,693 $3,249 $14,770 $13,100 $14,565 $13,090
Notebook PCs 4,766 4,542 19,450 18,483 20,903 19,310
Servers 1,802 1,639 7,233 6,637 7,562 6,442
Storage 569 594 2,319 2,435 2,564 2,703
Services 1,910 1,969 7,734 8,087 8,247 9,090
Software and Peripherals 2,526 2,557 10,203 10,337 10,932 11,185

Source: Company reports and J.P. Morgan estimates.

Valuation, Rating and Price Target Analysis

We maintain our Underweight rating and Dec-10 pricetarget of $15.50. Our
pricetarget is derived from aweighted blend of EV/EBITDA and P/E scenarios (see
below tables) utilizing historical peak/trough multiples. Currently, Dell trades at
11.3x our revised calendar 2010 EPS estimate, versus the peer group average of
14.2x. We think uncertainty related to sustainable margin improvements and the
longer-term challenges related to the business transformation are likely keep the EPS
growth potential below that of the peers. To point, Dell reported better than expected
F1Q11 revenue and EPS, but gross margins improved modestly and not enough
relative to the revenue beat. With enterprise PCs increasing as a part of the revenue
mix and component costs still a headwind, we think that investors may be resigned to
a 17-18% gross margin range, versus 18-19%, which could keep the stock under
pressure in the near term. As aresult, we prefer cleaner EPS and cash flow stories
such as Apple, HP, and IBM.



Mark Moskowitz
(1-415) 315-6704

mark.a.moskowitz@jpmorgan.com

North America Equity Research

21 May 2010

Table 4: Dell Inc. P&L Scenarios

$ in millions, except per share data, C2010E

J.PMorgan

Worst Case Base Case Best Case
Sales $56,870 $61,710 $64,011
YIY growth % 7.5% 16.7% 21.0%
Operating profit $2,559 $3,565 $4,481
% of sales 4.5% 5.8% 7.0%
Interest/other inc. (exp.) (595) (595) (595)
Pre-tax income $1,964 $2,970 $3,886
Income taxes $584 $884 $1,156
Tax rate 29.8% 29.8% 29.8%
| EPS $0.70 $1.06 $1.38
Y/IY growth % -33.3% 0.9% 32.0%
Diluted shares 1,976 1,976 1,976
D&A $1,020 $1,020 $1,020
EBITDA $3,579 $4,585 $5,501
% of sales 6.3% 7.4% 8.6%
Source: J.P. Morgan estimates.
Table 5: Dell Inc. EV/IEBITDA
$ in millions, except per share data, C2010E
Worst Case Base Case Best Case
EV/EBITDA multiple 5.0x 6.0x 7.0x
Implied enterprise value $17,895 $27,511 $38,504
Net debt ($7,677) ($7,677) ($7,677)
Implied market cap $25,572 $35,189 $46,181
| Implied stock price $12.94 $17.81 $23.37
Probability 20% 60% 20%
Average stock price $17.95
Source: J.P. Morgan estimates.
Table 6: Dell Inc. Forward P/E
$ in millions, except per share data, C2010E
Worst Case Base Case Best Case
P/E Multiple 10.0x 12.0x 14.0x
| Implied stock price $6.98 $12.67 $19.34
Probability 20% 60% 20%
Average stock price $12.87
Source: J.P. Morgan estimates.
Table 7: Dell Inc. Blended Price Target
Price Weight
EV/EBITDA $17.95 55%
P/E $12.87 45%
Average stock price $15.50

Source: J.P. Morgan estimates.
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Risks to Our Rating and Price Target

Regional economic developments benefit Dell’s model morethan peers

We continue to expect the global economic recovery to benefit our entire IT
Hardware sector. If Euro-zone economic issues suddenly lead to deterioration in
purchasing power, and thus, demand in that region, then companies such as Dell with
less relative exposure to Europe could begin to outpace the peer group. In such a
case, our rating and price target on Dell could have upside risk.

Enterprise PC refresh cycle disproportionately benefits Dell

Our view on Dell continues to expect increasing competition pressures in the
Enterprise PC segment. HP is number one in market share globally in Enterprise
PCs, followed by Dell. HP slead is nearly 300 basis points. We expect Hewlett-
Packard and Acer to keep chipping away at Dell’ s legacy Enterprise market share.
Should Dell significantly outpace its peersin terms of growth from the nascent
Enterprise PC refresh cycle, then our view on the stock could be at risk to the upside.

Dell’s model transfor mation does not upend EPS or cash flow growth

Dell has highlighted its plans to transform its business model beyond a box maker.
We do not expect this multi-year initiative to be easy. The company does not possess
the assets to be a one-stop shop for IT solutions. We think that Dell’ s transformation
will require tens of billions of dollars of inorganic investmentsin outsourcing/
consulting services, networking, storage, and infrastructure software. These
investments and related integration could upend the EPS and cash flow profiles at the
company. If these execution risks do not materialize, then our view on the stock
could be at risk to the upside.

Market share shiftswork in Dell’s favor

Our view on Dell assumes that the company faces increasing competition from
Hewlett-Packard and Acer in PCs and Hewlett-Packard and IBM in servers. Should
competitive pressures ease or Dell takes market share, then our view could be at risk
to the upside.
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Dell Inc.: Summary of Financials

Income Statement - Annual FY10A FY11E FYI12E Income Statement - Quarterly 1Q11A 2Q11E 3Ql1E 4Q11E
Revenues 52,902 61,710 64,773 Revenues 14,874 15,266 15,588 15,982
COGS 43,372 50,791 53,179 COGS 12,260 12,564 12,813 13,153
Gross profit 9,530 10,920 11,595 Gross profit 2614 2,702 2,775 2,829
SG&A 6,465 7,085 7,448 SG&A 1,730 1,756 1,777 1822
R&D 624 692 725 R&D 167 171 175 179
Other expense 0 0 0  Other expense - - - -
Total operating expenses 6,556 7,354 7,814 Total operating expenses 1,790 1,822 1,847 1,896
Operating income 2,974 3565 3,781 Operating income 824 881 928 933
Interest expense - - - Interest expense - - - -
Other income / (expense) (681)  (595)  (460) Otherincome / (expense) (175) (1400  (140) (140
Pretax income 2,826 3,392 3,681 Pretax income 756 846 893 898
Income taxes 772 884 994  Income taxes 172 228 241 242
Net Income 2,054 2509 2,687 Netincome 584 617 652 655
EPS PF 1.18 1.42 151 EPSPF 0.33 0.35 0.37 0.37
Options expense per share (0.13) (0.15) (0.16) Options expense per share (0.04) (0.04) (0.04) (0.04)
FAS 123 EPS 1.05 1.27 135 FAS123EPS 0.30 0.31 0.33 0.33
Diluted shares outstanding 1,962 1976 1,984 Diluted shares outstanding 1,973 1975 1977 1,979
Balance Sheet and Cash Flow Data FY10A FY1lE FYI12E Ratio Analysis FY10A FY11E FYI12E
Cash and short-term investments 11,008 12,338 13,554  Sales growth (13.4%) 16.7% 5.0%
Inventories 1,051 1253 1318 EBIT growth (19.2%) 199%  6.0%
Accounts receivable 5837 6,480 6,836 EPS growth (27.1%) 21.3% 6.7%
Other 6,349 6,840 7,081
Total current assets 24,245 26,912 28,789  Gross margin 18.0% 17.7% 17.9%

EBIT margin 56% 58% 5.8%
Net property, plant and equipment 2,181 2275 2,584 EBITDA margin 72% 74%  7.5%
Long-term portfolio investments 781 693 665 Taxrate 27.3% 26.1% 27.0%
Other assets 6,445 6,897 7,177 Netmargin 3.9% 4.1% 4.1%
Total assets 33,652 36,776 39,215

Return on assets (ROA) 68% 71% 7.1%
Current debt 663 1,079 1,079 Return on equity (ROE) 414% 424% 41.5%
Accounts payable 11,373 12,685 13,348  Free cash flow yield 16.7% 16.3% 16.9%
Accrued expenses and other 6,924 7,096 7,755
Total current liabilities 18,960 20,860 22,182
Long-term debt 3,417 3,582 3,582
Other non-current liabilities 5634 6,156 6,664
Total liabilities 28,011 30,598 32,427
Shareholders' equity 5641 6,178 6,787
Total liabilities & shareholders' equity 33,652 36,776 39,215
Net Income 2,054 2509 2,687
D&A 852 1,020 1,101
Other - - -
Change in working capital 769 661 661
Cash flow from operations 3,906 3,623 3,575
Capex (351)  (272)  (309)

Source: Company reports and J.P. Morgan estimates.
Note: $ in millions (except per-share data). Fiscal year ends Jan
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(%) (%)
05-Jan-07 UW 26.24 -
01-Feb-07 N 24.22 --
11-Jan-08 OW 20.94 -
15-Oct-08 N 14.08 -
18-Dec-08 N 11.68 12.00
05-Feb-09 UW 9.79 8.50
06-May-09 UW 11.86 9.50
15-Jul-09 UW 11.97 10.00
13-Aug-09 UW 13.84 13.00
28-Aug-09 UW 15.65 15.50
Date Rating Share Price Price Target
(%) (%)
11-Jan-08 OW 45.34 55.00
18-Mar-08 OW 46.42 -
18-Dec-08 OW 36.47 42.00
05-Feb-09 OW 36.03 41.50
19-Feb-09 OW 34.08 38.50
06-May-09 OW 36.80 40.00
13-Aug-09 OW 44.18 49.50
19-Aug-09 OW 43.96 50.50
25-Sep-09 OW 46.87 51.50
06-Nov-09 OW 48.85 55.00
12-Nov-09 OW 50.00 58.00
09-Feb-10 OW 47.59 59.00
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IBM (IBM) Price Chart

Date Rating Share Price Price Target
203 | ow $ei ow $109| | ow $142.5| $) %
15-Oct-08 OW 93.60 -
174} | ow $94 ow $,98'5| | ow $l36| 18-Dec:08 OW  85.84 96.00
145 |0W |0W $97| 14-Jan-09 OW 85.34 95.00
21-Jan-09 OW 81.98 97.00
Price($) 116 13-Apr-09 OW 101.70 98.50
29-Apr-09 OW 101.94 109.00
877 17-Ju-09 OW  110.64 122.00
58 14-Oct-09 OW 127.02 136.00
20-Jan-10 OW 134.14 142.50
29
0 T T T T
Oct Jul Apr Jan Oct
06 07 08 09 09

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Break in coverage Jul 12, 2002 - Aug 09, 2002. This chart shows J.P. Morgan's continuing coverage of this stock; the
current analyst may or may not have covered it over the entire period.

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Explanation of Equity Research Ratings and Analyst(s) Coverage Univer se:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average totd return of the stocks in the analyst’s (or the analyst’ steam’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’steam’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’ s team’s) coverage universe.] J.P. Morgan Cazenove' s UK Small/Mid-Cap dedicated research
analysts use the same rating categories; however, each stock’ s expected total return is compared to the expected total return of the FTSE
All Share Index, not to those analysts' coverage universe. A list of these analysts is available on request. The analyst or analyst’ steam’s
coverage universe is the sector and/or country shown on the cover of each publication. See below for the specific stocks in the certifying
analyst(s) coverage universe.

Coverage Universe: Mark Moskowitz: Agilent Technologies (A), Apple Inc. (AAPL), Brocade (BRCD), Dell Inc. (DELL),
EMC (EMC), Emulex Corp. (ELX), Hewlett-Packard (HPQ), IBM (IBM), Lexmark International (LXK), National
Instruments (NATI), NetApp (NTAP), QLogic Corporation (QLGC), STEC (STEC), Seagate Technology (STX), Voltaire
(VOLT), Western Digital (WDC), Xerox Corporation (XRX)

J.P. Morgan Equity Research Ratings Distribution, as of March 31, 2010
Overweight Neutral  Underweight

(buy) (hold) (sell)

JPM Global Equity Research Coverage 45% 2% 13%
IB clients* 48% 46% 32%
JPMSI Equity Research Coverage 42% 49% 10%
IB clients* 70% 58% 48%

*Percentage of investment banking clients in each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating fallsinto a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.
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Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Other Disclosures

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide. J.P. Morgan Cazenoveisa
brand name for equity research produced by J.P. Morgan Securities Ltd.; J.P. Morgan Equities Limited; JPMorgan Chase Bank, N.A., Dubai
Branch; and J.P. Morgan Bank International LLC.

Optionsrelated research: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at

http://www.optionscl earing.com/publicationg/risks/riskstoc.pdf .

Legal Entities Disclosures

U.S.: JIPMSI isamember of NY SE, FINRA and SIPC. J.P. Morgan Futures Inc. is a member of the NFA. JPMorgan Chase Bank, N.A. isa
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JPMSL) isa
member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. Registered in England & Wales No.
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) isregulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. K orea: J.P. Morgan Securities (Far East) Ltd,
Seoul Branch, is regulated by the Korea Financia Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) isa
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of
the National Stock Exchange of India Limited and Bombay Stock Exchange Limited and is regulated by the Securities and Exchange Board of
India. Thailand: JPMorgan Securities (Thailand) Limited is amember of the Stock Exchange of Thailand and is regulated by the Ministry of
Finance and the Securities and Exchange Commission. I ndonesia: PT J.P. Morgan Securities Indonesiais a member of the Indonesia Stock
Exchange and is regulated by the BAPEPAM LK. Philippines: J.P. Morgan Securities Philippines Inc. is a member of the Philippine Stock
Exchange and is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. isregulated by the Comissao de Valores
Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casade Bolsa, S.A. de C.V., J.P. Morgan Grupo Financieroisa
member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission.
Singapore: This material isissued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P)
020/01/2010 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the
MAS. Malaysia: This materia isissued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) whichisa
Participating Organization of Bursa Maaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is amember of the Karachi Stock Exchange and regulated by the Securities and
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi ArabiaLtd. is authorised by the Capital Market Authority of the Kingdom
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number
35-07079 and its registered addressiis at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi
Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered
addressis Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE.

Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPM SL's policies for managing conflicts of interest arising
asaresult of publication and distribution of investment research. Many European regulators require that afirm to establish, implement and
maintain such apolicy. This report has been issued in the U.K. only to persons of akind described in Article 19 (5), 38, 47 and 49 of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons’). This document must
not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relatesis only
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons
regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material isissued and distributed by JPMSAL in
Austrdiato “wholesale clients” only. JPMSAL does not issue or distribute this material to “retail clients.” The recipient of this material must not
distribute it to any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the terms
“wholesae client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001. Germany: This materia is
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are
regulated by the Bundesanstalt fiir Finanzdienstleistungsaufsicht. Hong Kong: The 1% ownership disclosure as of the previous month end
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from
two months' prior.) J.P. Morgan Broking (Hong Kong) Limited isthe liquidity provider for derivative warrants issued by J.P. Morgan Structured
Products B.V. and listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website:
http:/iwww.hkex.com.hk/prod/dw/L p.htm. Japan: Thereisarisk that aloss may occur due to a change in the price of the sharesin the case of
share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan
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Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the
commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments
Firms: JPMorgan Securities Japan Co., Ltd., Kanto Loca Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dedlers
Association, The Financial Futures Association of Japan. Korea: Thisreport may have been edited or contributed to from time to time by
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch. Singapore: JPMSS and/or its affiliates may have a holding in any of the
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures
section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This
material isissued and distributed by JPMSAL in New Zealand only to persons whose principa business is the investment of money or who, in the
course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the
public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third
party or outside New Zealand without the prior written consent of JPMSAL. Canada: The information contained herein is not, and under no
circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of
an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in
Canadawill be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only
by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement
in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no circumstances to
be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the
information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory
of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar regulatory
authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the
securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded as
professional clients as defined under the DFSA rules.

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any
disclosures relative to JPM S| and/or its affiliates and the analyst’ s involvement with the issuer that is the subject of the research. All pricing is as
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategiesto
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financia instruments
mentioned herein. JPM S| distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home
jurisdiction unless governing law permits otherwise.

“Other Disclosures’ last revised March 1, 2010.

Copyright 2010 JPMorgan Chase & Co. All rightsreserved. Thisreport or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.
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